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PART V 
Bil introduced in tho Council of State and Legislative Asgombly , Reports of 

Select Committeag prosented to the Counct and Assembly and BUL 
published ander 18 of the Indian Legislativo Ralen . 


COVERNMENT OF INDIA 

LEGISLATIVE ASSEMBLY DEPARTMENT 
The following port rif the Select Committee on the Bill to consolidata 
aud Amom the law relating tu hanking companies , was presented to the Legisla 
tive Asembly on the 17th February , 1947 : - - 
REPORT OF THE SELECT COMMITTEE ON THE BANKING COMPANIES 

BILL , 1946 
WA, the undersigned , members of the Select Committee to which the Bill to 
consolidata und amend the law rolating to banking companies was referrod , hava 
. considered the Bill, and have now the honour to submit this our Report , with the 
Bill as amended by us annexed theroto . 

At our earlier meetinga wo examined seventeen witnesses and we wish to express 
our thanks to these gentlemen for the help they have given to us. 

Beforo discussing the details of the Bill we would observe that as tho Bill is 
drawn it is applicable only to banking companies and we are advised that there were 
constitutional reasons against extending its provisions, as we would have liked , to 
partnerships or even individuals carrying on banking business . We desire to suggest 
that the question should be further examined with a view to introduoing 
subsequent legislation oxtending so far as possible the provisions of this Bill to other 
banking concerns . 

Upon the changes proposed by us which are not formal or consequential wo 
comment below : 

Clause 4 . - We think that the Reserve Bank s emergonoy power to suspend 
provisions of the Bill should be limited to thirty days and that Government s power 
to extend the period of suspension should not excoed one yoar . 

Clause 5 . - We have given ea nco ,considegation to the definition of " banking " 
and while we approciate the difficultion to which the present definition in the Indian 
Companies Act , 1913 , has given rise , we feel Wat the briof definition in the Bill is 
not alogother satisfactory . Wo have , thersford, after studying the definitions given 
by Halsbury and other authorities, elaborated the definition to include the acceptance 
of time deposits , whilo our new clause s prohibits companies other than banking 
companies from engaging in business of tho nature spooifiod in tho Bill s original 
definition , 

( 149 ) 
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Clause 6 .- - The extent to which banking companies can hold shares in other 
companies is provided for later in the Bill and in consequence we omit itom (1 ) from 
sub - clause (1 ). On the other hand , we consider that it should bo sbown more spe. 
cifically that the providing of safe deposit Vaults and carrying out clearing and 
forwarding business on behalf of customors are legitimate activities of banking 
companies , 

Clause 7, — We see no reason why the saving in favour of existing banks con 
tained in the proviso to sub - clause ( 1) should be limited to such of them as arek 
scheduled banks. 

Clause 8 (new ). - Tho reason for this insertion is given in our comments on 
clause 5 . 

Clause 9 (old clause 8 ). - We feel that this claubo as drafted was liable to be 
* misconstrued so as to rule out eomo of the legitimate activities of banking companies 
and we propose some clarifying insortions. 

Clause 11 (old clause 10 ). – We consider that in the host intercets of banking a 
company s staff should give its whole time to the company and should not otherwise 
engage in business . In itemising the disqualifications set out in thja clauso we 
accordingly add two more . We feel too that in the cufo of companioa incorporated 
in India extensions of managerial contracts should be subject to confirmation by & 
generalmeeting of ebareholders . We also consider that, as the Reserve Bank is 
more in touch with banking matters , it is better qualifiod than the Courts to decide 
upon the quoation of disproportionato remuneration and accordingly we add a 
Bub - clause making the Reservo Bank the Arbitor of this matter . 

Clause 12 (old clause 11). - We have introduced a slightly more elaborate but, 
we think , more workable basis for minimum capital requirements . Except that we 
rotain tho five lakhs addition in reepect of places of business in Bombay and Calcutta 
containod in tho Bill, we give up the basis of population , and replaco it by one de 
pendent on tho torritorial range of a company s activitios, introducing the “ region " 
(to be coterminus with the Reserve Bank o share register areas ) above the provinces . 
But we allow latitude in respect of branches outside the region or province go long 
ne they are within twenty - five miles of tho compuny s principal place of business. 
We also retain the one lakh minimum but make one exception (fifty thousand rupees ) 
in favour of the small business which operator with only a single office . Should such 
a business desire to opon even one branch , it must at once more than double this 
exceptional minimum . We oxtend by one year the time given to existing companies 
to bring their capital up to minimum requirements . 

As a means of fostering reciprocal arrangements with the Indian States , we 
propose not to requiro banking companies incorporated in those States to keep the 
equivalent of their minimum capital roquirements deposited with the Reserve Bank , 
We amond sub - clause ( 2 ) accordingly and also make an addition to that sub -olauso 
to mako it cloar that in the event of a company to which the sub - clause applies 
ocasing to do business in British India the claims of its creditors in British India 
shall be a first charge on the amount deposited by tho company with the Roserve Bank . 

It is clearly undesirablo that the affairs of a banking company should be allowod 
to fall under the control of a small cabal, and to prevent this we propose an addition, 
to gub - clause ( 3 ) limiting the voting rights of any one shareholder to one-tenth of the 
total voting righta . 

Clause 15 ja new and is designed to prevent a banking company from declaring 
dividends before it has written off initial capital expenses . 

Clause 16 is also new . Its purpose is to debar a banking company incorporated 
in Iudin from taking on its Board a person who is the Director of another banking 
company , 


PAUT VI 


THE GAZETTE OF INDIA , MARCH 1 , 1947 


161 


Clause 17 (old clause 14 ). - We think that the obligation to build up and maintain 
A reacrve fund equal to paid -up capital should apply to all banking companies in 
corporated in India wbethor schodulod banks or not . 

Clause 18 (old clause 16 ). -- Under section 42 ( 1 ) of the Resorve Bank of India 
Act, 1934 , scheduled banks are obliged to maintain with the Reserve Bank cash 
reserves not less than two fer cent. of time liabilitics and five por cont . of demand 
liabilities . We consider that this two rescat. thould airly in the case of other 
banking companies and amend the reference to one and a balf per cent . contained 
in this clauso accordingly . 

Clause 19 (old cluuse 16 ).-- In sub -clause (1) we consider that it shall be made 
explicit that a banking company may form a subsidiary company for the purpose of 
providing safe doposit Vaultn . On tho other hand , we consider the expression “ other 
purposes incidental to the business of banking " to be too open and vague, and 
propose thnt the permission of the RorAVC Bank should be sought before a subsidiary 
company is formod for any purpose other than thoro expresoly stated in the sub 
claugo: the Reserve Bank will then be able to docide whicther the purpose is properly 
“ incidental to the business of bunking " . 

Sub - clause (2 ) as drafted was open to more than one construction and we have 
for this 10akon rodrufted it . Moreovor, we 600 no r( Ason why tbe csumption in 
favour of old sharoholdings conferred by tho proviso to section 277M ( 2 ) of the 
Indiani Companies Act , 1913 , would be porpetuated or why the operation of this 
pub-claimer should be deferred for y year . We therefore propone that the provision 
sbould tako immediate effect on the commencement of the Act, empowering th 
Rcgorvo Bank on application to al ow time not excouding two yoars to companies 
to bring their shareholding into compliance with this provision . We also exempt 
from penalty purely inadvertent and temporary breaches of this provision . Wo 
further consider that a banking company should be barred from taking up shares in 
another company in the management of which its own managorial staff is interested 
and we add a sub -clause accordingly . 


Clause 20 (old clause 17 ). - It bas been rep " gented to us that desirable as this 
clause may be , the provisions in the latter half of the clatige will seriously interfore 
with established practices. We feel howevor 1h at the only relaxation wo are justified 
in proposing is not to rendor unlawful the grant of unsocured loans to puhlic companies 
in which tho banking company or any of its directors is concernod . To componnato 
for this relaxation , we infert provisjon requiring returns to bo given of such loans 
and giving the Reserve Bank powors to put a stop to the practice where it is un 
desirable and to require the banking copipany to call in auch loang . 


Clause 21 (old clause 18 ). - We consider that all banking companies should be 
required to take out licences and see no reason for exempting oxisting companios 
for as long as five years , Undor our redraft of the early part of this clause overy now 
company before it starta business and every existing company within six months 
from the commoncement of the Aet must apply for a licenco . Existing compan ca muy 
carry on until the Rosorve Bank grants or rofubes to grant a licenco , and we propose 
that tho Reserve Bank shall not refuso a licence to banking companies givon time by 
clause 12 to build up thoir capital until thut time has oxpired . 

We foel that a banking company should have a right of Appeal against the 
oancellation of its liconce and we insert a sub -cluuso accordingly . 


Clause 22 .- We take to a separate clause the provisions contained in sub - clause 
(6 ) of the old claure 18 yegarding the opening and transfor of branches . Our draft 
follows the recent Banking Cinisenica ( Restriction of Branches ) Act , 1940 (which 
lb im I? ill will jeneal), though we include an oxemption in favour oft mporary brancho : 
opened to cater for tbe needs of conferences , exhjbitions and melus . 
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Clause 23 (old clause 19). - We consider that the figure of twenty -five per cent . 
may without detriment to banking soundness bo roduced to twenty . 

Clause 28 (old causs 2.1). - Wo add a proviso to enablo companies inoorporated 
outsido British India to draw up their profit and loss account as on any date in 
the last two months of the year, 

Clause 29 (old claus: 25 ). — We consider that in the interests of sound banking 
the Auditors should examine cortain points of detail additional to those get out in 
the Indian Companjos Act and we add a sub -clause accordingly . 

Clause 32 (old clause 28 ). - We think it desirable that companios incorporated 
elsewhero than in British India should also display completo acoounts of their banking 
businogs in every part of the world . 

Clause 34 (old clause 30 ). — It has been represented to us that a dangerous logs 
of public confidence might Annue if, as under the existing clause , inspection was 
authorised only when the banking company s affairs were suspected to be unsound . 
We therefore rocast sub -clause ( 1) to give the Reserve Bank froe discretion to inspoot 
a banking company at any time so that the publio may have no ground for drawing 
any pessimistic inferonce from the fact that a bank has been inspected . We also 
consider that the Reserve Bank should employ only its own officers to make those 
inspections and that a copy of the Reservo Bank s report on an inspection should 
in all cases be sent to the company. We also recast sub -clause (4 ) to make it clear 
that Government may give the bank an opportunity of being heard before it takes 
further action under that sub - clauso and may also defer such action for a time in 
suitable Canes to enable the banking company to put its affairs in order . 

Olause 35 io new . We consider that side by side with the regulation of banking 
which the Bill provides the Reserve Bank should be brought into closer contact with 
banking companies . While many clause4 of this Bill givo new powers to the 
RHMervo Bank , it was found ncoessary by us to have a clause which empowors 
thc Rearrve Baak wiha vicw to mablo thom to have full information about the 
Working of banks and have th4 authority to be able to render timely and adequate 
help when nro Agary . In this clause we set out further duties and funotions of the 
Reserve Bank in its relations with banking concerns and require it to establish its 
staff in contros convenient for the exorcise of the wide powers of supervision 
conferred on the Reserve Bank under this Bill . We also consider that the Bill 
should provide for an annual review by the Reserve Bank on the progress of banking 
throughout the country . 

Clause 37 (old clause 32 ). — The splitting of sub -clause (1) into two sub -clauses is 
formal and is intended to clear up some ambiguity in the existing sub -clauso . In nov 
sub - clause ( 3 ) we make an addition requiring a certificate from the Reserve Bank of 
the inability of a banking company to pay its debts : our object is to rule out fri 
volous or misconceived applications for winding up . 

Clause 44 (old cause 39) .- - As drafted sub - olause ( 2 ) would , we consider , rulo out 
most proposals for amalgamation . Wehave no doubt that a sufficient and proper con 
dition of amalgamation should be that tho Reserve Bank is satisfied that the joint 
concern Aftor amalgamation will be able to meet all the obligations of the proviously 
separate concerns . 

C luuse 45 (old clause 40 ). — We think that a wilful suppressio veri which may be 
as misleading as a fulse statoment should also be punished . 

Clause thi (old claugr 41).-- Tho redraft merely supplies the omission of an 
usual procedural provision , 

Clause 48 is now . Tho Indian Companies Act exempts private companies 
from poveral of its provisions. Somo of these we conaider should be made applioable 
to private companies which carry on banking business . 
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Clause 49 is also now . Operation of the provisions mentioned in the clause 
may result in an individual losing a perhaps luorative appointment , and we think it 
desirable to make it clear that he will have no right of action on that account. 


Clause 50 too is now . The constitution of the Imperial Bank of India is re 
gulated by a separate Act , but we consider that in respect of certain matters not 
covered by that Aot the provisions of this Act should also apply to the Imperial Bank . 


Clause 53 is another now clause . It proposes a further amendment of thi 
Reserve Bank of India Act , 1934 , to enable the Reserve Bank under certain oir 
oumstances to come to the aid of a banking company by means of a load bequred to 
the Reserve Bank s satisfaction by forms of security other than those at present 
permitted under that Aot . 


The Schedule . We have proposed a number of additions to the forms of balance 
sheet and profit and logs account. Our objects in so doing have been to remove 
latent ambiguities in one or two places , but generally to onsure that the forme convey 
A true picture of the state of the banking company s affairs . 

2 . The Bill was published in the Guzette of India , Part V , dated the 23rd 
March , 1948 , 


3 . We think that the Bill has not been so altorod as to require re - publication 
and we recommend that it be passed as now amended . 


J . N . MANDAL . 
LIAQUAT ALI KHAN . 
COWASJEE JEHANGIR . 
K . G . AMBEGAONKAR . 
R . NATA . 
* C . P . LAWSON . 
* LESLIE GWILT , 
MOHD . YAMIN KHAN . 
H . A . 8 . H . E . SAIT. 
M . M . KILLEDAR . 
MANU SUBEDAR . 
* MOHANLAL SAKSENA . 
* M . A . AYYANGAR . 
* P . B . GOLE . 
* SASANKA SEKHAR SANYAL 
* SATYA NARAYAN SINHA. 
MANGAL SINGA . 


NEW DELHI; 
17th February, 1947 . 


The 


* Subject to a Minute of Dissent. 
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MINUTES OF DISSENT 

I 
While sympathising with the intentions which have induced the Seloot 
Committee to introduce the new sub -geotion 12 (3 ) (d ), we feel bound to point 
out that this provision as drafted is unlikely to achieve their objeot . There 
are a number ofmethods by which a holding in excess of 10 per cent. of the share 
capital can be divided up so as to ensure the exercise of voting power in propor 
tion with the full holding . Such methods will most certainly be adopted by 
those who wish to misuse their voting powers while the honest holder of shares 
in excess of 10 per cent is deprived of voting rights in proportion with his hold 
ing . For these and other reasons we must oppose this sub -section which 
contravenes a well- established principle without any compensating advantage . 

We also roserve the right to oppose or propose amendments in respect of 
other new provisions which after further examination appear to be undesirable 

C . P . LAWSON . 

LESLIE GWILT. 
NEW DELHI ; 
The 17th February , 1917 . 
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II 
We desire to add that as the transactions of a bank depends largely on the 
volume of doposits it receives , a statutory maximum shall be fixed for the 
dividend at 9 per cent. for all banks at least the banks ooming into existence 
from lot January 1947 . The savings should be utilised to increase the rate 
of interest on deposits and to reduce the rate of interest on loans given by the 
banks. We would like a provision being made, fixing the maximum bearing 
rate at not more than 3 per cent. over the discount rate of the Reserve Bank . 

As polioy - holders are given place in the directorate of a Life Insurance 
Co ., we would like to make some similar provision for representation of do 
positors on the directorate of a bank . 

Some practical difficulties were pointed out in carrying out the above 
suggestion but they can be over -come. Wo understand, that in the Articles 
of Association of some banks , provision has been made for having dopositors 
directors and also in Madras ther ) is a provision for having depositors direc 
tors in the Co -operative Banks . We still hope that the Assembly would accept 
our suggestion and incorporate it in the Bill , which is principally designed to 
safeguard the interests of the depositors. 

We also suggest that a statutory limit to salary or remuneration may be 
fixed for manager , managing director , or other employees of a bank . It was 
suggested that the maximum may tend to become the minimum in practice . 
But as the Reserve Bank , has been given power to decide if any remuneration 
is disproportionate to the resources of a bank , the maximum will not be allowed 
to be reached in all companies . 

Lastly , wo wish to add that all banks should be nationalised at an early 
date and that as a first step , the Reserve Bank and the Imperial Bank muy be 
made State banks. 

MOHANLAL SAKSENA . 
SATYA NARAYAN SINHA . 

M . A . AYYANGAR . 
NE DELHI ; 

P . B . GOLE . 
The 17th February, 1947 , 

SASANKA SEKHAR SANY L 
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( AS AMENDED BY THE SELECT COMMITTRE .) 
(Words underlined or sidelined indicate the amendments suggested by the Committee ; 

asterisks indicate omissions.) 


BILL 
to consolidate and amend the law relating to banking companies. 
WIERBAS it is expedient to consolidate and amend the law relating to 
banking companies ; 
It is hereby enacted as follows :- - 

PART I 

PRELIMINARY 
1 . Short title , extent and commencement. - (1 ) This Act may be called the 
Banking Companies Act, 1947 , 

(2) It extends to the whole of British India . 

(3 ) It shall come into force on such date ns the Central Governinent muy , 
by notification in the official Gazette , appoint in this behalf . 

2 . Application of other laws not barred . - The provisions of this Act shell 
be in addition to , and not , save as hereinafter expressly provided , in deroga 
tion of , the Indian Companies Act, 1918 (VII of 1918 ), and any other law , 
for the time being in force . 

8 , Act not to apply to co -operative banks . - Nothing in this Act shall apply 
to a co -operative bank registered under the Co -operative Societies Act , 1912 
( II of 1912 ), or any other law for the time being in force in British India 
relating to co -oporativo societies . 

4 . Power to suspend operation of Act . - ( 1 ) The Central Government , if on # 
representation made by the Reserve Bank in this behalf it is satisfied that it 
is expedient go to do, may by notification in the official Gazette suspend for 
Buch period , not exceeding sixty days , as may be specified in the notification , 
the operation of all or any of the provisions of this Act , either generally or in 
relation to any specified banking company . 

(2) In a case of special emergency , tbe Governor of the Reserve Bank , or 
in bis absence a Deputy Governor of the Fegerve Bank norainated by him in 
this behalf , may by order in writing exercise the powers of the Central Govern . 
ment under sub -8ection ( 1) 80 howover that this period of suspon o z ahall not 
exorod thirty days, and where ho doos so , he shall report the matter to the Central 
Government forthwith , and the order shall, as soon as may be, be published in the 
Gazetta of India . 

( 3 ) The Central Government niny, by notification in the official Gazette , 
extend from time to timo the period of any suspension ordered under sub 
section ( 1 ) or gub -section ( 2) for such period , not exceeding sixty days at any 
one time, as it thinks fit , and 101, 0X00 - di ig 070 yar in the aggregata , 

5 . Dofinitions. In this Act , unless there is anything repugnant in the sub 
ject or context , - 

(a ) " approved socurities mcang securitics in which trustee may invest 
money under clause ( a ), clauge (6 ), clause (bb ). clause (0 ) or clauso ( d ) of 
section 20 of the Indian Trusts Act , 1882 ( U of 1882), and auch securities of, or 
fully guaranteed by , Indian States as the Reserve Bank may be authorised to 
purchase under clause (8 ) of section 17 of the Reserve Bank of India Act, 1984 
UI of 1984 ) ; 
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(6 ) " banking " means the accepting, for the purpose of lending of investment , 
of deposits of money from the public , repayable on demand or otherwise , and with 
drawable by choque, draft , order or otherwise ; 

(c) " banking company" means any company which trangaots the business ) 
banking in British India ; 

(d ) " company " means any company which may be wound up under the Indian 
Companies Act, 1913 (VII of 1913 ); 

(e) “ Court ” means the Court having jurisdiction under the Indian Companies . 
Act, 1913 ; 

( f) " demand liabilities " means liabilities which must be met on demand , and 
" time liabilities ” means liabilities which are not demand liabilities ; 

6 ) " gold " inoludos gold in the form of coin , whother legal tender or not , or in 
Ithe form of bullion or ingot, whether refined or 1100 ; 

(h ) “ managing agent ” means a person , firm or company entitled to the 
management of the whole affairs of a company by virtue of an agreement with 
the company, and under the control and dirovtion of the directors except to 
the extent, if any , otherwise pro , ided for in the agreement, and includes any 
person , firm or company occupying such position by whatever name called ; 

Explanation . If a person occupying the position of managing agent calls 
hipiself manager or managing director, he shall nevertheless be regarded as 
managing agent for the purposes of this Act . 

(0) " private company " has the samemeaning as in the Indian Compunies Act, 
1913 ; 

" prescribed " means prescribed by rules made under this Act ; 
(K ) " registrar " has the same incaning ns in clause (15 ) of sub -section ( 1); 
of section 2 of the Indian Companies Act, 1913 ; 

(1) " Reserve Bank " meang tho Reserve Bank of India ; 

(mt scheduled bank " means a bank for the time being included in the 
Second Schedule to the Reserve Bank of India Act, 1984 . 

PART II 

BUSINESS OF BANKING COMPANIES 
6 . Forms of business in which banking companies may engage . - ( 1) In addi 
tion to the business of banking , a banking company may engage in any one 
or more of the following forms of business , namely : -- 

(a ) the borrowing, raising , or taking up of money ; the lending or advancing | 
of noney either upon or without becurity ; the drawing, making , accepting , 
discounting , buying, selling collecting and dealing in bills of exchange, 
hoondees , promissory notes , coupons , drafts , bills of lading, railway receipts . 
warrants , debentures , certiticates , scrips and other ingtruments, and securities 
whether transferable or negotiable or not ; the granting and issuing of letters 
of credit , travellers cheques and circular notes ; the buying, selling and dealing 
in bullion and specie ; the buying and gelling of foreign exchange including 
foreiga banlı natrms ; the acquiring , holding , inguing on commission , under 
writing and dealing in stock , funds , shares , debentures, debenture stock , bonds , 
obligations , securities and investments of all kinds ; the purchasing and selling 
of bonds, scrips or other forms of securities on behalf of constituents or others , 
the negotiating of loans and advances ; the receiving of all kinds of honds, 
Borips or valuables on deposit, or for safe custody or otherwise ; thn providing of 
Bafe doposit vaults ; the collecting and transmitting ofmoney and securities ; 


Part V ] 


THE GAZETTE OF INDIA , MARCH 1 , 1947 


187 


(b ) ucting as agents for Governments or local authorities or for any other 
person or persons ; the carrying on of agency business of any description (inoluding , 
thr cl^ a ! ing & id forwarding of goods ou h half of oustomers ) other than the business 
of a managing agent of a company including the power to act as attorneys and to give 
discharges and receipts ; 

(c ) contracting for public and private loans and negotiating and issuing the 
dumo ; 

(d ) the effecting , insuring, guarantheing, underwriting , participating in 
managing and carrying out of any igaue, public or private , of State , Municipal 
or other loans or of shares , stock , debentures , or debenture stock of any 
oompany, corporation or association and the lending of money for the purpose 
of any such issue ; 

(e ) carrying on and transacting every kind of guarantee and indemnity 
business ; 

(1) managing , selling and realising all property movable and immovable 
which may corno into the possession of the company in satisfaction or part 
satisfaction of any of its claims; 

g ) acquiring and holding and generilly dealng with any property and any 
right, title or interest in any property movable or immovable which may form 
part of the security foi any loans or advances or which may be connected 
111111 ny W LL Semiriti . 

(h ) undertaking and executing trusts ; 
☺ undertaking the administration of estates as Axocutor , trustee or other . 


wise ; 


(j) establishing and supporting or aiding in the entahlishment and support 
of associations, institutions , funds , trusts and conveniences caloulated to benefit 
employees or ox -employoes of the company or tho dependonts or connections of such 
persons ; granting ponsions and allowances and making payments towards insurance ; 
subscribing to or guaranteeing moneys for charitable or bonevolent objects or for 
any exhibition or for any public , general or useful object ; 

(k ) the acquisition , construction , maintenunca and altoration of any building 
or works neces-uly or convenient for the purposes of the company ; 

(2) selling , improving , managing , developing , exchanging, leasing , mortgaging 
disposing of or turning into account or otherwise dealing with all or any part of the 
proporty and rights of the company ; 

(m ) acquiring and indertaking tbe whole or any part of the business of any 
person or company, when such business is of a nature cnumerated or described in 
this sub -section ; 

(n ) doing all such other things as xic incidental or conducive to the promotion 
or advancement of tho business of the company ; 

(0 ) any other form of business which the Central Government may by noti 
fication in the official Gazette spccify ns a form of business in which it is lawful for 
a banking company to engage. 

(8 ) No bankıg company whether incorporated in or outside British India 
shall engage in any form of business other than those referred to in sub 
section (7) . 

7. Use of words " bank " , " banker" , " banking . - ( 1) After the expiry of 
two years from the communcemont of this Act , 110 coinpany ghall curry 00 
the business of banking in British Inulin unless it uses as part of its name as 
least one of the words " bank " , " banke , " or " banking " : 
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Provided that nothing in this sub -neotion shall apply to any bunking company 
un existence * * on the 1st day of January , 1947 . 

(2 ) Every company which uscg 118 part of the name under which it carries 
on business any of the words " bank " , " banker " or " banking " shall, notwith 
standing that it may not for any reason be a banking company as defined in 
clause (c ) of section 5 , be deemed to lien hanking company and be subject to the 
provisions of this Act as such : 

Provided that nothing in this sub -bortion shall apply to any 488ociation of 
banking companies formed for the protection of their mutual interests and 
registered under section 20 of the Indian Companies Act, 1918 ( VII of 1918). 


8 . Prohibition of accepting demand deposits . - No rompi v other than it hank 
Jing company gall aroept deposits repuyable on demand 


9 . Prohibition of trading .- - Notwitlistanding anything contained in section 
6 or in any contract , no banking company shall directly or indirectly deal in 
the buying or selling or bartering of goods, xo tin connection with 1ho realisation of 
Baourity given to or held by i or engage in any trado , or buy or sell or barter goods 
for others otherwise than in connection with bills of exchange received for collection 
Or negotiation or with uo of , husinose as is reforred to in ol 118 . (e ) of sub -section 
( 1) of grotinn : 

Provided that ibis vrtion shall not apply 10 any Hizch buyju - 4 418 
aforesaid which war in t1264 ourse of lying transandort on the lst day of 
January, 1947 , 80 however, that the said business shall be completed before the 
xpiry of one year from the commencement of this Act. 

Explanation — For the purpommes of this Naction , yoods " means nyary kind 
of movable property , othor than autionablo oluims, tooks , wharen , money , 
bullion and specio , and all intrumenty referred to in olausn (a ) of gub-section ( 1) of 
section 6 . 


10 . Disposal of non - banking assets . — Notwithstanding anything contained in 
Hections 8 and 9, where any banking company acquires or has acquired any agbots 
- in satisfaction of its claims in tho course of its banking business , being 
axeets in rhapset of which it is not lawful under the said soctiong for the 
company to trangut businosy , it may , within a period of suvon yrars from the 
dato of its aoquisition of such assets or from the commanoument of this Aot , 
whichever is lator , deul or trade in purch anants for the purpose of facilitating 
the realisation tharvof, ancl whall, buforu tho oxpiration of tho paid period 
dispONA of such AAKOTS : 

Provillud that the R * **1951 Bink muy in any partir cay extend tho 
said period by such period not excoeding fivo years as it thinks fit where it 
in Millieful that much " X !union woul:l bis in ten in vrnst of the dispositors of 
the bitzking company . 
1 11. Prohibition of employment of managing agouts and restrictions on certain 
forms of employment.- ( 1 ) No banking company, whether incorpornted 
In or outside British India , shall employ or be managed by a managing agent, or 
Jemploy or be managed by any person --- 

(a ) whogo remuneration or part of whose remunoration takes the form of com 
mission or of a share in the profits of the company , or 
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(0 ) whoge remuneration is on a soale disproportionate , according to the normal 
standards prevailing in banking business , to the resources of the company, or 

(c ) who is a director of any other company not being a subsidiary company of 
the banking company , or 

(d ) who is engaged in any other business or vocation , or 

(e) who has a contract with the company for its managon -nt for a period 
exceeding five years at any one time: 

Provided that the said period of five yuars shall , in mlation to contracts 
6ubsisting on the lst day of July , 1944 , ho computed from that datu : 

Provided further that any contrast with tho corapany for its managemont 
may boronowod or oxtended for a further period not excoding five years at 
a time if and 80 often as the directors droido , subject in th , QAgA of a banking oompany 
Inoorporate 1 in I dir , to s ch d cisin , heng pro ed by the shareholders in general 
meeting 

(2 ) If any question aris04 in any particular caso whether remuneration is on a 
goale disproportionate , according to the normal standards prevailing in banking 
business , to the resources of the company, the decision of the Reserve Bank theroon 
shall be final for all purposes . 

12 . Restrictions on commencement of business and conditions for carrying on 
business. — ( 1) Notwithstanding anything contained in section 103 of the 
Indian Companies Act , 1913 (VII of 1913 ), no banking company whothor i Loorporated 
in or outside British Tua, in exis um ouon tho 1st day of January , 1947 , shall, after 
the expiry of hrne years from the commencement of this Act or of such further perio 
not exceeding one year an tho Reservo Bank , having regard to the interest of the de 
positors of the company, may think fit in any particular caso to allow , carry on 
business in British India , and no other banking company, whether inoorporated in or 
Outil Britih In lia , shall after the commencement of this Act oommence or carry on 
business in British India , unless it has paid -up capital and reserves of an aggregate 
valuo not loss than , in the case of a hanking company having its principal place of 
business elsewhere than in British India , fifteen lakhs of rupees plus, if it has any 
place of business in Bombay City or Caloutta or both , five lakhs of rupees, or in any 
other case , - - 

☺) if it bas places of business in more than one region , ten lakhs of rupeen plus 
If it has any place of business in Bombay City or Calcutta or both , five lakhs of rupees 

(ii) if it has all its places of businegs in one region but not in one province , five 
lakhs of rupees plus, if it has any place of businons in Bombay City or Caloutta 
five lakhs of rupecs ; 

(ii) if it has all its places of business in ono province and has no place of business 
in Bombay City or Calcutta , one lakh of rupees in ronphot of its principal place of 
business plus 10 , 000 rupees in respect of vach othur plaga of businong in the district 
in whiub it has its principal place of businuos plus 25 ,000 ruprug in respout of each 
placo of busine 89 situatori ellowhom in tho provinon , so howovor that sio banking 
company to which this olaune applios shall bu required to havu paid -up oapital and 
reserves exceeding an aggregato valuo of five lakhs of rupoos : 

Provided that a banking company to which this clause applies and which has 
only one placo of businoes shall not be required to have paid - up capital and reserves 
exocoding an aggregate value of 50 ,000 rupees ; 

(iv ) if it has all its places of business in one province and has one or more place 
of business in Bombay City or Caloutta , five lakhs of rupees plus 25 ,000 rupoes in 
espect of cach place of business outside Bombay City or Cloutta , as the cage may de 
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Bo however that no banking company to which this clause applies shall be required 
to have paid - up capital and reserves excceding an aggrogate value of ten lakhs of 
rupees . 

Kacplanation 1. — In this sub-section " region " means an area served by a regis 
Hter of shareholders maintained under section 4 of the Reserve Bank of India Act , 
1934 ( II of 1934 ), and defined in entries I to IV of the First Schedule to that Act . 
| Explanation 2 . - For the purposes of this sub-seotion a place of business situated 
In a region or province other than that in which the principal place of business of a 
banking company is situated shall , if it is not more than twenty - five miles distant 
from that principal place of business , be deemed to be situated within the same 
region or province, as the cuse may bo , els that principal place of business . 

Explanation 3. — In this sub -section and sub -section (3), " value " means 
the real or exchangeable value , and not the nominal value which may be shown 
in the books of the company concerned . 

(2 ) Aba kinyum paly i Loorporated elgowhere than 111 * India OF 
the United Kingdom shall be deemed to have complied with the provisions 
of sub - section ( 1 ) only if it keeps deposited with the Reserve Bank an amount 
not less than the minimum aggregate value of paid - up capital and reservas 
required in its case under that sub -section either in cash or in uuencumbered 
approved scourities or partly in cash and partly in such securitics , and such amount 
shall , in the lint of che company o asing fo “ any rason to curry on banking 
businB in Bricish India , brun a b of the company ou wh ch bn cla ns of all 
the or diror - of whh oompany in British India shall bu a fisu cha g4 

( 9) No banking company, whether incorporated in or outside British India , 
I incorporated on or after the 15th day of January 1987 , shall carry on business 
in British India unless it satisfies the following conditions , namely : 

( a ) that the subscribed capital of the compuny is not less than half the 
authorised capital, and the paid - up capital is not less than half the subs 
cribed kapital, and 

(b ) that the capital of the company consists of ordinary shares only , or 
ordinary shares and such preference shares as may have been issued befory 
( the 1st day of July 1944 only , and 

(ol that , subjeot to clause (d ), the voting rights of all shareholders are 
Jatrictly proportionate to the contribution made by the shareholder, whether 
a preferrner shareholder or an ordinary shareholder, to the paid -up capital of the 
oompany , and 

(d ) that the voting rights of any one sharcholder shall not exceed ten per cent. 
of the total voting rights of all tho shareholders . 

(4 ) If any disputo arises in computing the aggregate value of the paid -up 
capital und reserves of any banking company, a determination thereof by the 
Reserve Bank shall he final for the purposes of this boction . 

13. Rostriction on commission , brokerage , discount, etc., on sale of shares . 
- -- Notwithstanding anything to the contrary in sections 105 and 105A of the 
Indian Companies Act, 1918 (VII of 1918 ), no banking company shall pay out 
directly or indirectly by way of commission , brokage , cligrount or remullara 
tion in any form in respect of any share issued by it , any amount excecding 
in the aggregate two and one- half per cent . of the paid -up value of thc said 
share. 

14 . Prohibition of charge on unpaid capital. — No banking company shall 
create any charge upon any unpaid cupital of the company , and any such 
chargo shall he invalid . 
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15 . Prohibition of premature payment of dividend. - No banking company , 
shall pay any dividend on its shares until all its capitalised exponses ( including 
preliminary expenses, organisation expenso8 , shareselling commission , broker 
age, amounts of lomnes incurred and any other item of exponditure not represented 
by tangible assets ) have been complotoly writton off , 

16 . Prohibition of common directors. — No bunking company incorporated in 
India shall havo as a direotor any person who is a director of another banking oom 
pany. 

17 . Reserve fund. — Every banking company incorporated in Indiat shall 
maintuin a roserve fund, and shall , out of the declared profits of each year and before 
any dividend in doclarod , tandfri & Aum equivalent to not less than twenty per 
oent of such profits to the reserve fund uutil tho amount of the said fund is equal 
to the paid -up capital. 

18. Cash reserve . Every hanhing compuny not being a scheduled bank 
shall maintain by way of cash reserve in cash with itself, or in an account 
opened with the Reserve Bank , or partly in cash with itself and partly in such 
account , a sum equivalent to at least „Wo per cent. of its time liabilities and five 
per cent. of its demand liabilities and shall file with the Reserve Bank before the 
fifteenth day of cvery month three copies of a statement of the amount so held on 
the Friday of each week of the preceding month with particulars of its time and 
demand liabilities on each such Friday , 

19 . Restriction on nature of subsidiary companieg. - ( 1) A banking company 
shall not form any subaidiary company except a subsidiary company formed 
for one or more of the following purposes namely , the undertaking and execut 
ing of trusts , the undertaking of the administration of estates as executor, 
trustee or otherwise , the providing of Hafi , dnponit Taulty or, with the previous 
por ission in writing of the Reservo Bank , such other purposes as are incidental to the 
business of banking . 

(2 ) Savo as provided in sub - section ( 1) , no banking company shall hold shares ! 
in any company, whether as pledgee , mortgages or absolute owner , of an amount 
exceeding twenty per cent. of the paid -up share oapital of that company or twenty 
por cont . of its own j aid -up shure capital and resorvas , whichever is less : 

Provided that a banking company shall not be liable for an inadvertent oontra 
vention of the provisions of this sub -section if it reports the contravention to the 
Reserve Bunk without delay and if the contravention does not perist for a period 
exceeding two months : 

Provided further that any bunking company which is on the date of the oom 
mencement of this Act holding any shares in contravontion of the provisions of this 
sub - section shall not be liable to any penalty therefor if it reports the matter without 
dolay to the Roserye Bank and if it brings its holding of shares into conformity with 
the said provisions within such period , not exceeding two years, as the Reserve Bank 
may think fit to allow . 

( 3 ) Save as provided in sub -section (1 ) and notwithstanding anything contained 
in sub -section ( ) , a banking company shall not , after the expiry of one year from the 
date of the commencement of this Act, holl shares , whether as plodgeo , mortgageo 
or absoluto owner , in any company in the management of which any managing direc 
tor or manager of tho hanking company is in any manner concorned or interested . 

20 . Restrictions on loons and advancos .- 11) Notwithstanding unything to the 
contrary contained in section 54A of the Indian Coinpunies Act , 1913 ( VII 
of 1919 ), no banking company shull make any loans or advances on the secu 
rity of its own shures, or grant 111 ,54eurent loans or Advances to its directora or 
to firms or private coinpanies in which it or any of its directors is interested us 
partner, director or managing Agent. 


102 


IIIH GAZETTE OF INDIA , MARCII 1, 1947 


[ PART V 


1 (2) Every banking company shall, before the close of the month succeeding that 
to which the return relates, submit to the Reserve Bank a return in the prescribed 
form and manner , showing all unsegured loans and advances granted by it to com 
panies , other than privato companios , in which it or any of its directors is interested 
as director or managing agent. 

(3 ) If on examination of the returns submitted under sub - section ( 2 ) it appears 
to tho Reserve Bank tbat any loans or advances referred to in that sub -section are 
being grantod to the detriment of the interest of the depositors of tho banking com 
pany, the Reserve Bank may by order in writing prohibit the banking company from 
making any such futhor loans or advances or impose such restrictions on the grant 
thercof as it thinks fit , and may by like ordor direct the banking company to socuro 
the repuyment of any such loun or advanco within such time as may be specified in 
the order . 

21, Licensing of banking companies . - ( 1) Evry brking company in oxistance 
on the date of the commencement of this Act , before tho expiry of six months 
from the sujd date , and every other company , beforo commencing banking business 
in British Indixi, wall apply in writing to the Reserve Bank for a licence under this 
section . 

(2 ) Except that a bunking company in existence on the commonoemont of this 
Act may continue to curry on bunking business in British India until oither it is 
granted a licence under this soction or is by notice informed by the Reserve Bank that 
a lioonce cannot be granted to it , no company shall commench or carry on banking 
business in British India, unless it holds a licenoo grunted by the Reserve Bank in 
auch behalf : 

Provided that the Reserve Bank shall not give a notice as aforesaid to a banking 
oompany in existenoo on the 1st day of Januury 1947 beforo the expiry of the three 
years referred to in sub -section ( 1) of section 12 or of such further period as the Ro 
serve Bank may , under that sub -section , think fit to allow . 

(3 ) Before granting any license undor this section , the Reserve Banko 
may roquire to be satisfied by an inspection of the books of the company or 
otherwise that ali or any of the fullowing condition Arc fulfillod , namely : - 

(a ) that the company is in a position to pay its depositors in full as their 
olains accrue ; 

( b ) thut the Affairs of the company are not being conducted to the detriment 
of the interests of its depositors ; 

(c ) in the case of a company incorporated elsewhere than in British India 
or the United Kingdom , that the Government or law of the country in which 
it is incorporated does not discriminate in any way agninst banking companies 
Tegistered in British India , and that the company complies with all the provi 
sions of this Act, applicable to banking companies incorporated outside British 
India . 

(4 ) The Reserve Bank may 

( a ) cancel any liceuce granted under this section where any of the conditions 
sot vul in sub -section ( 3) on the fulfilmout of which it required to be antisfied 
when granting the licence Cennes to he fulfilled , or if the company couses to 
carry on banking businons in British India or goes into liquidation ; 

(b ) at any time after granting a licence undrop this section require that any 
of the said conditions on the fulfilinent of which it did not require to be entisfied 
when granting the licence shall be fulfilled to its tisf241 - ion within such time 
as it inny specify , and if the condition is not so fulfilled , cancel the licence . 

( 5 ) Any bunkint company aggrieval hy the cancellation of its licence under 
quh -section ( 1) may appeal to the Central Government, and the decision of tho Central 
Government on such appeal shall be final, 
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22 . Restrictions on opening of new , and transfer of existing , places of business. 

No banking company shall open a new placo of business or change , 
otherwise than within the same city , town or villago , the location of an existing place 
of business without obtaining the prior parmission in writing of the Resorve Bank : 
and before giving any such permission the Roscito Bank may require to be satis 
fied by an inspection under section 34 or otherwise as to the financial condition and 
bistory of the company, the general character of its management, the adequacy of | 
its capital structure and earning prospects and that public interest will be served by 
the oponing or, as the caso may be, change of location , of the place of business : 

Provided that nothing in this scotion shall apply to tho opening for a period not 
exceeding one month of a temporary place of business within a city , town or village 
or the cnvirons thereof within which the hanking, cornpaniy already has a place of 
business for the purpose of affording banking facilities to tho public on the occasion 
of an exhibition , conference or mela . 

Explanation .-- For tho purposes of this soctiun " place of businoss " includes / 
any sub -office , pay - offico , sub -pay - office and any place of business at which deposits 
are received , choques oashed or monys lent . 

23. Maintenance of a porcentage of assets. — ( 1) After tho cxpiry of two 
years from the commencement of this Act, every banking company shall 
naintuin in cash , gold or unencumbered aſ proved securities valued at & price 
not exceeding the current murked price un amount which shall not at the close 
of business on any day be less thar: twenty - per cent. of the total of its 
time and demand liabilities in British India , 

Explanation . For the purposes of this section liabilities shall not include 
the paid - up capital or the rescrves or any credit balance in the profit and lobe 
account of the company or the amouut of any loan taken from the Reservo 
Bank . 

( 2 ) In computing the rouut for the purposes of sub -section ( 1 ), the 
deposit required under sub -section (2) of section 12 to be made with the 
Reserve Bank by banking company incorporated on who than in 
India or the United Kingdom and any balance maintained by company 
with the Reserve Bank , including in the case of a scheduled bank the balance 
required under sub -section ( 1) of section 42 of the Reserve Bank of India Act , 
1984 ( II of 1984 ), to be so inaintained , shall be deemed to be cash maintained . 

(3) For the purpose of ensuring compliance with the provisions of this 
section , every banking company shall , not later than fiftcen days after the end 
of the month to which it relates , furnish to the Reserve Bank in the prescribed 
forin and manucr a monthly return showing particulars of its assets main 
tained in accordance with this section , and its time and demand liabilities , 
at the close of business on each Friday during the month , or if any Friday 
is a public holiday uuder the Negotiablo Instruments Act , 1881 (XVI of 1881), 
at the close of business on the preceding working day . 

24 . Assets in British India . — (1 ) At the clone of the last working day of 
every quarter the assets in . British Indir of every banking company shall 
not be less than seventy -five per cent, of its time and deviand liabilities in 
British India . 

(8 ) Every banking company shall, within one month from the end of every 
quarter ,Aubmit to the Reserve Bank n return in the prescribed form and manner 
of such assets and liabilities as at the close of the last working day of the 
previous quarter. 

(9 ) For the purposes of this section), assets in British India shall be deemed 
to include such promissory notes , bills of exchange and securities as the 
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Reserve Bank is under the Reserve Bank of India Act , 1034 ( Il of 1984), 
empowered to purchase , discount or make advances against, and export lills 
drawn in India and expressed in such currencies as the Reserve Bank mu" 
from time to time approve in this behalf. 

(4 ) In this section , " quurter mcans it period of three inonths ending on 
the last day of March , June, September or Decenber. 

25 . Return of unclaimed deposits. Every bunking comply well witlun 
thirty duys after the close of each calendar yeur , submit a return in the press 
cribed forn and manner to the Reserve Bank us at the end of such calondar 
year of all accounts in British India wbich huve not been operated upon los 
ten years , giving particulars of the deposits standing to the credit of heden 
Buch account : 

Provided that in the case of moneys deposited for a fixed period the said 
term of ten years shall bo reckoned from the date of the expiry of such fixes 
period, 

26 . Monthly returns and power to call for other returns and information . 
(1 ) Every banking company shall before the close of the month succeeding 
that towhich it relatas submit to the Reserve Bank a return in the prescribed 
form and m .inner showing its assets sind liabilities in British ludiu as ut till en 
close of business on the last Friday of every month or if that Friday is * 
public holiday under the Nogotiable Instruments Act, 1881 (XVI of 1881), at 
the close of business on the preceding working day , 

( 2 ) The Reserve Bank may require a banking company at any time to 
furnish it with statements and information relating to its own businoas , and without 
prejudice to the generality of the foregoing power , muy call for information 
every half- year regarding the classification of advances and investments of 
banking companies in respect of industry, commerce and agriculture . 

28 . Accounts and balance -sheet. - ( 1) At the expiration of eucl calendar 
the public interest go to do , may publish any information obtained by it under 
section 26 in such consolidated form as it thinka fit. 

28 . Accounts and balance -sheet. — ( 1) At tho expiration of ouch calenda 
year every banking company incorporated in British India , in respect of all 
business Transacted by it, and every banking company incorporated outside 
British India ,* * * * * * * in respect of all business transacted through its branches in 
British India , shall prepare with reference to that year a balance -bhoot and profit 
and logs account as on the last working day of the year in the Forms set out in the 
Sohedule or as near thereto as oiroumstances admit : 

Provided that in the case of a banking company incorporatod outside British 
India , the profit and loss account may bo prepared as on a date not earlier than two 
months before tho last working day of the year , 

( 2) The balance-sheet and profit and loss account shall be signed 

(u ) in the case of a banking company incorporated in British India , by the 
manager or the principal officer of the company and where there are more 
than three directors of the company, by at least three of those directors , or 
where there are not more than three directors , hy all the directors , and 

( 6 ) in the urge of a banking company incorporated outsido British India , 
by the manager or agent of the principal office of the company in British 
Indir . 

( 3 ) Notwithstanding that the balance- shecs of a banking company is under 
sub -section (1 ) required to be prepared in a forin othor thun the form murked 

F in th : Third Schedule to the Indian Companies Act , 1913 (VII of 1913 ), 
the requirements of that Act relating to the blanca - shantanu profit and los , 
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account of a company shall , in go far as they are not inconsistent with this 
Act , apply to the balance - sheet or profit and loss Acoount, as the case may box 
of a banking company . 

29 . Audit . - (1) The balanoe-sheet and proft and logs sooount prepared in 
Looordance with sootion 28 ghall be audited 

( a ) in the case of a bunking company incorporated in British India , by an 
Auditor holding a certificate under section 144 of the Indian Companies Aote 
1918 ( VII of 1018 ), entitling him to act as an auditor of companies ; 

(b ) in the case of a Lanking company incorporated outgide British India , 
eithor by such an auditor as aforesaid , or by a person duly qualified to be on 
auditor under the law of the country in which the company is incorporated . 

(2) The auditor shall have the power of, exercise the functions vested in , 
and discharge the duties and be subject to the liabilities and penalties imposed 
on , au litors of companies by section 148 of the aforesaid Act . 

(3 ) In addition to the matters which under the aforesaid aot the auditor in re 
quired to stato in his report , ho shall , in the caso of a banking company incorporated 
in British India , stato in his report , 

( a ) whether or not the information and explanations reqnired by him have boon 
found to be satisfactory ; 

( ) whethor or not the transactions of the company which have come to his 
notice bave boon within the powers of the company ; 

(c ) whether or not the returna received from branch offices of tho company have 
been found adequate for the purposes of his audit ; 

(d ) whethor the profit and long account shows a truo balance of profit and loss for 
the period covered by such account ; 

(e) any other mattor which he considers should be brought to the notice of the 
shareholders of the company. 

80 . Submission of returns . — The accounts and balance - sheet referred to in 
section 28 together with the auditor s report shall be publishod in the prenoribed 
mannor , and three copies thereof shall be furnished as returns to the Reserve 
Bank within three months from the end of the period to which they refer : 

Provided that the Reserve Bank may in any case extend the said 
period of three tnonths for the furnishing of such returns by a further period 
not exceeding three months. 

81. Coples of balance-sheets and accounts to bo sent to registrar. -- ( 7) Where 
a banking company in any year furnishes its balance-sheet and accounts in 
Bocordance with the provisions of section 30 , it may , or when it is a a private 
company as defined in the Indian Companies Act, 1919 (VII of 1918 ), ghall, 
at the same time send to the registrar three copies of such balance sheet and 
accounts and of the auditor s report. and where such copies are bo sent, it 
shall not be necessary for the company, to file copies of the balance sheet and 
accounts with the rogistrar as required by sub -section ( 1 ) of section 184 of the 
gaid Act , and such copies so gent shall be chargeable with the same fees and 
shall be dealt with in all resperts as if they were filed in accordance with that 
section . 

(2 ) When in pursuance of sub -section (2) of soction 26 tho Resorve Bank 
requires any additional statement or information in connection with the balance . 
sheet and acoounts furnished to undor section 30 , tho banking company shall 
when supplying such statement or information , send a copy thereof to the 
regirtrar . 

32 . Display of audited balance-sheet by companies incorporated outside 
British India . - Every banking company incorporated outside British Inrtis 


86 


THE GAZETTE OF INDIA , MARCH 1 , 1947 


[PART V 


fanfit and loss account so prepared ; una orung 


Hop 

* * shall, not later than the first Monday in August ot any year 
in which it carries on burbiness in British India , display in a conspicuous place in 
its principal offico and in overy branch offico in British India a copy of its last 
audited balance -sheet and profit and loss account prepared under soction 28 , and 
shall keep the copy no displayod until replaced by a copy of the subsequont balance 
sheet and profit and long account so prepared ; und evozy euch banking company 
shall display in like 1400 oopics of its compl 10 auditod balanoo - shot and profit 
and logs account l 

iting 10 LB banking bustion8 # 8 Boon at they are valble und 
shall kvep the oop .08 so displiyad until oopis of suoh sub lequ a 1000U18 uro 
Avui Able , 

38 . Aocounting provisions of this Act not retrospective .- Nothing in this 
Act shall apply to the preparation of Accounts by a banking company and the 
audit and subjiligsion thereof in respect of any accounting year which has ex 
pired prior to the commencement of this Act , and notwithstanding the other 
provisions of this Act, such accounts shall be prepared , audited and submitted 
in accordance with the law in force immodiately before the commencement of 
this Act . 

84 . Inspection . ( 1) Notwithstanding anything to the contrary contained in 
section 138 of the Indian Companies Act , 1913 (VII of 1913), tho Reserve Bank at 
any time may , and on being directed so to do by the CentralGovernment shall, cause 
an inspection to be made by one or moro of its officers of any banking company and its 
books and accounts ; and tho Rosorve Bank shall supply to the banking company a 
copy of its report on such an inspection . 

It shall be the duty of every director or other officer of the banking 
oompany to produce to any offiorr miking an inspection under sub -section ( 1) all 
such wors, accounts and other documonte in his custody or power ielating to 
affairs of the banking company as tho said offio 1 may require of him . 

( 3 ) Any person making an inspection under sub -section ( 1) may examine on 
oath any diroctor or other officer of the banking company in relation to its 
business , and may administor an oath accordingly . 

( 4 ) The Roservo Bank shall , if it has been directed by the Central Government 
to cave an inspection to be made , and may in any other case , report to the Central 
Government on any inspection made undor this section , and the Contral Government, 
If it is of opinion aftor considering the report that the affairs of the banking company 
are boing conducted to the detriment of tho interest of its depositors , may give the 
Iban king company an opportunity of making a representation in connection with 
the report , and may, whether or not it gives the banking company such opportu 
Jaity as aforesaid , by order in writing - 

la prohibit the banking company from receiving fresh deposits ; 

(b ) direct the Regerve Bank to apply under section 37 for the winding up of tho 
banking company : 

Provided that the Central Govornmont may defor for a period not exceeding six 
months the passing of an order under this sub- section , or cancel or modify any such 
order, upon auch torms and conditions as it may think fit to impose . 

( 5 ) The Central Government may, after giving reasonable notice to the 
Hanking company, publish the report submitted by the Reserve Bank or such 
portion thereof as may appear necessary , 

Further powers and functions of Roverve Bank . - (1) The Roservo Bank 
may — 

(al caution banking companios gonorally or any partioular banking company 
against entering into any particular transaction or class of transaction , and 
generally give advice to any banklag company ; 
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(b ) oi requost ofthe companies concern dad subjent to the provisio 18 of suction 
44 , aynist avi itirmediary or othorwise , in proposa s for thy amalgama io 1 of hank . 
ing companios ; 

(c ) give assistance to any banking company by means of the grant of a loan or 
advance to it under clauso ( 3 ) of section 18 of the Rosorve Bank of India Act , 1934 
(II of 1934 ) ; 

(d ) after a banking company has been inspected under section 34 , by order in 
writing roquiro tho company, - - 

( ) * to call A moeting of its directors for the purpose of considoring matters aris 
ing out of such inspection or of meeting an officor of tho Reserve Bank to discuss 
such matters ; 

(ii ) to make , wit in auch time as may be specifiod in the order , such changes 
in its management As the Reserve Bank may consider nccessary in concoquence of) 
the state of affairs disclosed by the inspection . 

( 2 ) The Rogerv · Bank shall mako an arviual report to the Central Govornment 
on the ti » d and piog Ash of banking iu the country , with particular 1 oforence o its 
aotivitis under o aune (2 ) of soction 17 of the Rase : yo Bank of India Act , 1934 , 
izolidi, g ili guch report its suggostions, if any , for the strengthoning of banki 8 
busir.fun throughout the country . 

( 3) The Rheervo Bank shall appoint guch staff at such placos as it considro 
nrcs, y for the scrutiny of the returns, statements and inforipation furnished by 
baki scompanjos undor this Act, and generally to ensure the efficient performa 1100 
of ivs functions under this Act . 

PART III 
SUSPENSION OF BUSINESS AND WINDING UP OF BANKING COMPANIES 
38. Suspension of business. ( 1) The Court may on the application of a 
barking company which is tenuporarily unable to meet its obligatione make an , 
order (it copy of wiiih iy shall olukn to b forwd d oth - R -EM VO Bank ) staying the 
commencement or continuance of all actions and proceedings against the company 
for a fixed period of time on such terms and conditions as it shall think fit and propor , 
and may from time to timo extend the period up to a total period not exco ding six 
months in all. 

(* ) No such application shall be maintainable unless it is accompanied by 
A report of the Reserve Bank indicating that iu the opinion of the Reserve 
Bank the banking company will be able to pay its debts if the application is 
granted : 

Provided that the Court may , for sufficient reasons , grant relief under thio 
Nec a i even if the application is not accompanied by such report. 
11. Winding up by Court. (1) Without prejudice to the provisions contain 

section 162 or section 271 of the Indian Companies Act , 1918 (VII of 

), and without prejudice to its powers under section 86 ) the Court shall 
Liit the winding up of a banking company if it is unable to pay its debts and 

226 Cour shall also order the winding up of a banking company if the Reservo 
Bank * * * applies in this behalf to the Court . 


Points in this beholding up of a his unable to 


( 2 ) The Rosorve Bank may make an application under this section only if 
it is directed go to do by ordor under clause (6 ) of sub -section (4 ) of section 34 or if 
the banking company has failed to comply within due time with the demand contained 
io a notice under sub -section (5 ) of gootion 46 . 

(3 ) Without prejudice to the provisions contained in section 103 of the Irdian 
compaion Act, 1913 , a banking company shall be deemed to be unable to pay fie 
dubts if it has refused to meet any lawful demand for payment made at any of it 
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offlocs or branches within two working days if such demand is made at a 
place where thoro is an office , branch or agonoy of the Reserve Bank , or within five 
working days if such demand is made elsewhere , and if the Reserve Bank cortifios 
in writing that the banking company is unable to pay its debts , 

17 ) A copy of every application by the Reserve Bank under sub -section ( 1) 
shall be sent by the Reserve Bank to the registrar . 

88 . Reserve Bank to be official liquidator. - Notwithstanding anything to the 
oontrary contained in section 175 of the Indian Companies Act, 1918 (VII of 
1919 ), the Reserve Bank shall be appointed as the official liquidator in relation 
to the winding up by Court of a buuking company . 

89 . Stay of proceedings.-- Notwithstanding anything to the contrary con 
tained in section 178 of the Indiun Companies Act, 1919 (VII of 1018 ), the 
Court shall not make any order staying the procoedings in relation to the wind 
ing up of a banking company , unless the Court is satisfied that an arrange 
ment has been mado whereby the company can pay its depositors in full es 
their claims accrue . 

40 . Report of liquidator . – Notwithstanding anything to the contrary con . 
tained in section 177B of the Indian Companies Act, 1913 (VII of 1918 ), where 
& winding up order is made in respect of a bankivg company , the officin ] liqui 
dator shall submit a preliininary report to the Court within two months from 
the dato of the order giving the information required by that section so far as 
It is available to him , to enable the Court to order the payment of a preliminary 
dividend if sufficient assets are available . 

41. Power to dispense with meetings of creditors , etc . --Notwithstanding 
anything to the contrary contained in sectiong 178A und 188 of the Indian 
Companies Act , 1919 (VII of 1313 ), the Court muy in the proceedings for wind . 
ing up a banking company dispense with any meetings of creditorg or contri 
butories or with the appointment of conmittee of inspection if it considers 
that no object will be secured thereby sufficient to justify the delay and expense . 

42. Booked depositors crodits to be deemed proved . - Notwithstanding any . 
thing to the contrary contained in section 101 of the Indian Companies Act, 
1913 (VII of 1913 ), the Court shall proyun , thut the amounta shown in the books 
of a banking company as standing to the credit of depositors are proved without 
requiring further proof from tho deposit org concerned unloss the official liquida 
tor shows that thero in reason for doubting any partioular entry . 

48 . Restriction on voluntary winding up . - Notwithstanding anything to the 
contrary contained in section 208 of the Indian Companies Act, 1918. (VII of 
1913 ) no banking company whi l bo liAljoonce granted undor Hection 21 may be volun 
tarily wound up unlose tho Rosnive Baok certifies in writing thut the company is 
able to pay in full all its dobts to ita creditors as they acorue, and without projudice 
to the provisions containod in suctions 218 and 220 of that Act , the Court shall , 
on the application of tho Resorve Bank , order the winding up of the company by tho 
Court if at any stage during the voluntary winding up proceedings tho company is not 
able to meot suoh debts us they acorue . 

44 . Restriction on amalgamation , etc. - (1) Notwithstanding anything to the 
contrary in section 1531 of the Indian Companies Act , 1919 (VII of 1918 ), no 
banking company shall , except with the previous congent in writing of the 
Referve . Bank , amalgamate or enter into any scheme of arrangement or re 
constriction with any other banking company . 

(2 ) The Reserve Bank shall not give its consent to any amalgamation or 
sohon is aforoszid unless it is reasonubly satisfied that after the amalg imetio . 1 
or schemo is pui into oporation all the debts of the banking companios concern 
can be paid 19 they fall dua , 
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PART IV 


shall be thout bien ing company 


MISCELLANBOUS 
45. Penalties . — (1) Whoever in any return , balance sheet or other document 
required by or undor or for the purposes of any provision of this Act, wilfully 
nakes on statement false in any material particular, knowing it to be false , 
or wilfully omive to make a materialmatuent, shall be punishable with imprisonment 
for a term which may extond to three years and shall also be liable to fine . 

( 2) If any person refuses to produce any book , Account or other document 
which under sub - coction (2 ) of section 34 it is his duty to produce or to Answer 
any question relating to the business of a banking company which he is anked 
by an oficos inuking an inspection under that soction , he shall be liable to a fine 
which may extend to five hundred rupees in respoct of Anch offonco , and if ho persista 
in such refunul, to a further fine which may oxlend to fifty rupees for every day during 
which the offence continues. 

( 3 ) If any deposits are received by a banking company in contravention of 
an ordor under clause (a ) of guh -section ( 1) of section 34 , Avory dirootor or other 
officer of the banking company, unless ho proves that the contravention took 
place without his knowledge or that he exercised all due diligence to prevent it, 
shall be deemed to be guilty of such contravention and shall be punishable with 
A fine which may extend to twice the amount of the deposits so received 

(4 ) If any other provision of this Act is contravened , or if any default is 
mads in complying with any requirement of or made under this Act , every 
director and other officer of the bænking company who is knowingly a party to 
the contravention or default shall be punishable with a fine not exceeding favo 
hundred rupees , and where the contravention or default is a continuing one 
with a further fine not exceeding fifty rupees for every day during which it 
continues . 

(5 ) Without prejudice to the provisions of sub -section (4 ), if any banking 
oompany fails to comply with the provisions of section 23 or section 24 , the Rogerve 
Bank shall by notice in writing mako a demand to the banking company to comply 
with the said provisions within thirty days from the receipt of the notico, and if 
the hanking company fails so to do , thn Reserve Bank may apply under scotion 37 
for the winding up of tho banking company . 

46 . Cognizance of offences . — No Court shall take cognizance of any offence 
punishablo under yoction 45 except upon complaint in writing made by an officer 
of the Reserve Bank generally or specially authorised in writing in this bchalf by 
the Referve Bank , and no ourt inferior to that of a Presidency Magistrate or al 
Magistrato of the first class shall try any such offence . 

47. Application of fines. - A Court imposing any fine under this Act may 
diroct that the whole or any purt thereof shall be applied in or towards payment 
of the costs of tho proceedings, or in or towards the rewarding of the person 
on whose inforination the fine is recovered . 

48 . Special provisions for private banking companies. The exemptions , whother 
exprong or implied , in favour of a private company in sections 17 , 77, 83B , 86H , 91B 
and 91D and sub -poction (5 ) of sootion 144 of the Indian Companies Act , 1913 (VII 
1913 ) shall not operate in favour of a private company which is a banking company. 

49 . Certain claims for compensation barred . — No person shall have any right| 
whether in contract or otherwise to any compensation for any loss inourred by reason 
of the operation of uny provision of soctions 11 and 16 or by reason of tho compliance 
of a banking company with any ordor given to it undor sub - clause (ii ) of clauso (d ) 
of sub -poction ( 1) of sootion 35 . 
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Amendment 
ofan Act , 1934 , the 


banking comer 


80. Application of certain provisions to the Imperial Bank of Iudia . -Without 
prejudice to the provisions of the Imporiul Bink of Indir Act , 1920) ( XLVII of 1920 ), 
tho provisions of sectiona 11 , 13 to 17 , 19 , 20 , 22 to 30 , 33 , 34 , 30 to 47, 49 and 01 
ah ull so far xls may be apply to und in relation to the Imparial Bank of India as they 
apply to and in rulation to other banking companies. 

51. Power of Contral Government to make rules . - (1 ) The Central Govern 
ment may , aftor consultation with the Rusorve Bank ,make rulos not inoongintent 
with this Act to provide for all matters for which provision is nocossary or expudient 
for the purpose of giving offect to the provisions of this Act. 

(8 ) In particular, and without prejudice to the generality of the foregoing 
power , such rules inay provide for the details to be included in the returns re 
quired by this Act and the manner in which such retumg shall be submitted. 

( 3) All rules made under this section shall be published in the official 
Gazette and shall be subject to the condition of provious publication , and the 
dato to be specified under clause (3 ) of section 28 of the General Clauses Act , 
1897 (X of 1897), shall not be less than six months from the date on which the 
draft of the proposed rules was published . 

52 . Amendment of section 17, Act II of 1934 . - In section 17 of the Reserve 
BADk of India Act , 1994 , to clause ( 15 .4 ) the following shall be added , namely : 

" and under the Banking Companios Aot , 1947." 

53 . Amendment of section 18 , Act II of 1934 . - To clause (3 ) of section 18 of 
the Reserve Bank of India Act, 1934 , the following shall be addori, namely : 

" or , when the loan or advanco is made to a banking company (as defined in the 
Banking Companies Act , 1947 ), Against such other form of socurity as the Bank may 
Toonsider Aufficient :" 

54 . Amendment of section 42 , Act II of 1934. — For sub-section (6 ) of gootion 
42 of the Reserve Bank of India Act, 1984, the following gub -sections shall be 
Bubstituted , namely : 

" (6 ) The Bank shull , save As horeinafter provided , by notification in the 
Gazette of India , - - 

( a ) direct the inclusion in the Second Schedule of any bunk not already 60 
included which carries on the business of banking in British India und which 

(i) has & paid - up capital and reserves of un nygregate value of not less than 
fivo lukhs of rupees, and 

( 17 ) satistics the Bank that it iffnirs are not being conducted in a manner 
detrimental to the interests of its depositors , and 

(ii) is a company as defined in clause ( 2) of section 2 of the Indian Companies 
Act , 1913, or i corporation or a company incorporatod by or under any law in force 
in any place outside British India ; 

(b ) direct the exclusion from that Schedule of any scheduled bank , -- 

(i) the aggregate value of whose paid -up capital and reserves becomes at any 
timo less than five lakhs of rupees, or 

(ii) whiclı is, in the opinion of the Bank after making an inspection under 
section 34 of the Banking Companios Act , 1947 ( onducting its affairs to the detriment 
of the interests of its depositora , or 

( iii) which goes into liquidation or otherwise ceases to carry on banking 
business 

Provided that the Bank may on application of the scheduled bank concerned 
and subject to such conditions , if any, 18 it may impose, defer the making of a 
direction under sub - cluuse (1) or sub - clause (ii) of clause (b ) for such period as 
the Bank considers reasonable to give the scheduled bunk an opportunity of 
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increasing the aggregate value of its paid -up capital and reservey to not les 
than five lakhs of rupees or , as the cuse may bc , of removing the defects in the 
conduct of its affairs. 

( 7) In sub -section (6 ) the expression value means the real or exchangeable 
value and not the nominal value which may be shown in the books of the bank 
concerned ; and if any disputo arises in computing the aggregate value of the 
paid -up capital and reserves of a bank , a deterinination thereof by the Bank 
shall be final for the purposes of that sub -section . " 

58 , Repeals . — (1 ) All the provisions contained in Purt XA of the Indian 
Companies Act, 1918 ( VII of 1913 ), are hereby repealed . 

( 2) The Banking Companies ( Inspection ) Ordinance , 1946 ( IV of 1946 ), 
and the Banking Companies (Restriotio of Branohus ) Act , 1946 ( XXVII of 1046 ), aro 
hereby repealed . 


Pa 


THE SCHEDULE 
(See Section 28 ) 

FORM A 
FORM OF BALANCE - SHEHT 

. ........ Bank ltd 

Balance sheet as at.. ... December. 
CAPITAL AND LIABILITIR 

PROPERTY & Assets 
Bo, A ., P .. Rs . As, P . , 

Rs. As, P . P . An 
CAPITAL (a ) 

QARA : 
Authorigad Capital. ... .. SHATOO 

In band and with Beeryo 
of RA. --. .. 680h . . 

Bank (ingluding foreign 

Quray notes ) 
Loyued Capital,..... Sharm of 

Balance with other Bank 
Be. ...... Ach . 

chowior whother on de 

posit or curront 400ount ) 
Sub orthod Capita ...... Shares 

( 1 ) In British India 
of Ro. .. .... each . . 

( 1 ) outaido British Indis . 
Amount oalled up at Rs. ... ... 

MONEY AT CALL AND SHORT 
per charo 

NOTION 
Low callo unpaid 

BILLA DIBOOUNIND o * . 

(Other than TTAPAUTY Bille 
Add forfelted charos . 

of the Centri ] and Pro 

vincial Governments ) 
RIBB1y5 FUND (6 ) 

( 1 ) Payablo in British India 
DIPOSITA & OTHBR 

li ) Payable outside British 
AOCOUNTS : 
Fixed Deposita 

INVIATYONTO (stating modo 
Savings Bank Doposita : 

of yilnatlon , 1.0., oost 
Ourront Accounts and con 

or market value) whlohever 
tingency (unadjusted ) ad 

to lower (0 ) 
counts , . . . 

Government of India And 
ITOKICA SHourltlos includ 

1114 TTC Bury Bills of Gov . 
Borrowings from other Banka , 

ernment of India and 
Agonta , eto . 

Provincial Government 
( ) in British India 

( it ) AhdCB (r la belfying into 

Preference, ordinary , deferr 
ed uniothor vlames of she 

rre and showing ooparately 
(hl) outuido British India 

ALATHA fully paid up and 

partly pald up 
Partlculars : 

( 1 ) Deboptures Or Bondo 
( 1) Bocured (stating the 

( iv ) Other Investments ( to be 
naturo of soculty) . . 

lussland under propor 

hrais ) 
( 1 ) Ungecured 

(v ) Gold 
Bill payable 

LOANA, ADVANOXB, CABA 
Bills for wollection bolig blle 

CAHDITS AND OVERDRAFTS 
reçelvable ar por contra , 

(other than bod gid doubt 
ful debt for which proyl 
son um boon mado to tho 
satisfaction of the audit I# ) 


India 


. 
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yublo la British India 
(10 payable ortaldo British 

Ind . 


Otbor Lublitla (to bo spool 
dov ) (o ) 

. . 
Acooptance , ondonerpenta 
And other opilgatione per 
montra . 


20FIT AND LOBB : 
Balance per previous 

Balamo- heet . 
Lay appropriation thoroof : 
Balando brought forward 
Pront 100 last Balanos 

Theat 
O ONTIXGDAT LIABILITIES (1 ) 


(() in Brittoh India 
( dl ) ontalde British India 
Partioplan : 
(1 ) Debta oondored good in 

respaot of which the bank 

Is fully gequred 
( tl) Delta conaldered cood for 

which the bank holde no 
other goourity than th 

dobtors personal scourity . 
(111 ) Drhts coneidered _ good 

BOUT by the Demonal 
Ilal) 1files of 000 or MOTO 
Jurtlos in addl lon to the 
Personel Aourity of the 

debtors 
(10 ) Debts conoderad loubt 

ful or bad not provided fot . 
d ) Debts dulo by director 

or ofhun. of tho bank or 
Any of them wither Ayoral 
ly of Jointly with any 

other persona . 
( ov ) Dubts due by companio , or 

Arm . In whloh the diro 
tors of the bank ero interes 
tod as diruoton , partners or 
managing Agents Or In the 
cape of private companion, 

Au mom here. . . 
(olt) Maximilia total amount of 

loans , including temporary 
advances mule at any tline 
duit the year to director 
OT Miniyors ir otoors of 

the company . 
(rift) Maximum te tuhl amount 

of loin , laoludlag temporary 
adyancon granted during 
the year to the companies 
or irm , in whłoh the direc 
tors of the bank ero intor . 
ested 88 director , part 
nen or managing agents 
or in the HBO of privato 

companies , as members. . 
(1x ) Due froin banko 

Bllo for collection being bulls 

regelveoblo es por outra , 

payable la British India 
( +2) Payable outsido Botlah 

India - 


Acceptance , endorsements 
and other obligations par 
contra . 
Premtues legs deproolation 
Furnituro and Mxtured legs 
depreolation ( 0 ) 
Othor 188ote, Including allvor 
(to bo speolflod ) ( h ) 
Non -beaking BABOTS coquired 
in Atli fiktion of olalm . 
(stoting mode of valuation , (1) 
P & OPIT AND Loos 


TOTAL 


TOTAL , 


NOTES 
( 4) Capital: 
( The varone olacao . of capital, if any, should be distinguishest. 
) Bharus labucd x fully pald -up pursuant to any contract without payments boing recolvod In qosh should 

be stated separatoly . 
(WW ) Where clroumstanoo Darmſt , laved and subscrlbod opital and amount onled up may be shown a ono 

itom , 0 .0 ., Illua and Sulecribed Vapitul. . . . shrek of R # . . . . pull up . 
( 6 ) In the use of banking companics Incorporated outHJA Indly , the amount of dopoolt kept with the 

Boyerve Bank of India undor sub -geotion ( 2 ) of wootlon 1 % of the Banking Companies Act, 1947 should 

De wiown Undor this head ; the amount liowover should not be extondod to the outer coluna . 
be reservo fund maintained by 

Action 17 of lo safi Aut Blould be shown sopurutely . 
( 0 ) Under this headln ure to be included yuch Items 18 the following to be yhown under Boparate handling suit. 

dogor bed : penolon or Ingurunoo funds , unolained lyllende , udying Day Inents and unoxpired Boounte , llab 
Itlo to subsidiary oompupIOh Alld any other bilen . 

d ) These should bo glasolflod ander tho following categories - -- 

1 ) Cluju ugainst the banking compujy not neknowledged As dcbtu . 
( 4 ) Money for wldoh the bank te contingently llable showing HepAntcly the amount of any guarantee given 

by the budking oumpany on behalf of director or oficors . 
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(II ) AITOAN of oumolady proronoo diyldende . 
( lo) Llabulty on Bill of rohango rediscounted . 

( 0 ) Llability on Rocount of outstanding Forward Trohange Controu . 
( ) Partloulan Ag qdor " L01119, AJVA DOBR, Qash Orodlts and Oyerdrafty " are to be phown ander tal 
heading 

U ) Whoro any other mode of valuation Is adopted It shall be glarly stated , and the market valao shall be 
glven . Where thero lo no market valde, It is to be clearly yo stated . 

(0 ) Bank prem11e wholly or partly oooupted for the purpose of businogo should be shown against " Premios loco " 
doprolotton . " In the 08.80 of Axed capital expendituro , the Original oogt. and addition thoroto and deduotlons ther 
from during the vear whould bostetod . oy also the total deuroclation written off . Whero bums have been writton On 
On a roduotion of capital or rovaluation of wete , every balance sheet after the fint balanco - wheet subsequent to the 
roduction or rOvaluation should show the reduced Agorca with the date and amount of the reduction made , Farnboro , 
Artdrey Ad other Agata whioh have boon pomplotely writton ofnood not be shown in tho balan0o - kboot. 

(h ) Under thla headingmay be includod suolltemgas the following, whloh mustbe shown under heading guitably 
donorlbed proliminary , formation and organisation oXdUnse . . development expenditure , commission and 
shares, Interest accrued on in yostmonto but not collected , lovestments in shares of subdiary companies and my 
othor Angeta , 

(1) Value shown ghall In no 0040 Iceed markot yaluo. 


FORM B 


FORM OF PROFIT AND LO88 ACCOUNT 
Profit and Loss Account for the year ended 

December 


FOXPENDITURE 


INCOME (LESB PROVISION MADR 
DURING THH YEAR FOR BAD AND 

DOUBTFUL DUBT8 ). 
Interest and Diuoount . 
Commisson , Hrohango and Brokorago , 


Bonto , 


Interest pald on deposits 
Salaries and Allow & nos (showing Bopantoly salon . 
rod and lowanon to managing director or 

Вовчег. 
Drooton Peer and allowances 
Loon] Commoittoo memben for And Allowan008 
Provident Fund 
Ingomo-tar, Corporation tar , or provllons thorofor 
Pont, other TX66, Inguranoe, Lighting , oto . 
Law Obarros 
Postagen , Telegrams and stamps 
Audito Fe . 
Deproplation and Bant s Property 
Ropain to BanP . Property 
Btationery . Printing Advert. Amant, oto 
Lou from walo o of dealing with non -banking AddOHA . . 
Other Expenditur 
Balance of ProA ! 


Transfor from contingencles scoount 
Pront mada on valo . of Investments , 

gold and allvor, land , promlu and other 

Awota . 
Profita mado OA revaluation of investmonta , 
gold and allvor , land , premia and other 

oota 
Inoome from non -banking engot , and pront 

from halo of or dealing with such auota . 
Other rooeipts 
Lous (if any) 


TOTAL . 


TOTAL , 


The following Report of the Select Committee on the Bill to confer for a 
limited periori special powers for regulating the transport of goods on railways , 
was presented to the Legislative Assembly on the 17th February , 1947 :--- 


We, the undersigned , members of the Select Committee to which the Bill 
to confor for a liinitod 

was referred , have considered the Bill 
period special powers 
for r gulating to 

and have now the honour to submit this 
transport of guod . on 

our Report, with the Bill as amended by 118 
railway . . 
annexed thereto . 


With its limited Schedule this Bill will narrow considerably the range of 
control now exercisable under the continued Defence of Indi , Rule which the 
Bill is designed to replace, and we feel some apprehension as to whether existing 
conditions are such as to justify so substantial a reduction of control. While 
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therefore we propose to retain the Schedule as drafted with only few small 
modifications , we consider that Government should have the power , by way 
of amending the Schedule, to modify the extent of control to meet conditions 
as they develope. We propose the addition of a clause conforring this power . 

2 . The Bill was published in Part V or the Gaz itte o Ii dia , dated the 
25th January , 1947. 

3 . We this. k that the Bill has not born 80 alterrd as to require republination 
and wo roommend that it be passed as now sinended . 

J . N . MANDAL . 
JOHN MATTHAI. 
M . A . F . HIRTZEL . 
SRI PRAKASA . 
D . P . KARMARKAR 
JAGANNATH DAS . 
BALKRISHNA SHARMA . 

MOHD . YAMIN KHAN . 
NEW DELHI ; 

MANGAL SINGH . 
The 17th February, 1947. 


L . A . BILL No. 2 OF 1947 , 

( Bill as amended by the Select Committee ) 
Words underlined or sidelined indicate the amendments suggested by the Committet . 

nt Bill to confer for a limited period special powers for 
regulating the transport of goods on railways. 

WHUBHAS it is expedient to confer for a limited 
period special powers for regulating the transport of 
goods on railways ; 

It is hereby enacted as follows : 
Short titlo , oxtont 1. (1) This Act may be called the Railways ( Trans 
commonoemont port ofGoods ) Act , 1947. 
and duration . 

(2 ) It oxtends to the whole of British India . 

(3 ) It shall come into force on the 25th day of 
March 1947, and shall remain in force for one year 

only . 
Interpretation . 2 . (1) In this Act, 

(a ) “ Chief Commissioner " means the 
Chief Commissioner of a Chief Commissioner s 
Provinou ; 

(6 ) " grains and pulses " means bajree , 
barley , boans, black gram , chowlee soeds, 
chuni, dry cow -peas , dhall, gram , parchod 
gram , horhe gram , Indian cora , jovari , kara 
mony , khesari, moong, mussoor, mutt , Oate , 
oorid , paddy, peas , raggi, rajgeera , rice (in 
oluding beaten or pounded rico ), common 
sago , sun -dried tapioca , toor and wheat ; 

(c ) “ railway administration " has the 
meaning assigned to it in the Indian Rail. IX of 1800 . 
ways Aot, 1890 . 
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( 2 ) For the purposes of this Act the transport of 
goods shall bo doemed to be sponsorod only if such 
transport 

(a ) is required on the written demand 
of, or 

(b ) is in accordance with any programm 
of transport drawn up in writing by , or 

(c ) in certificd in this behalf on the con 
signment note reluting to the goods by 


the Contral Government , a Provincial Government , 
a Chief Commissioner or tho Government of an Indian 
State , or any person authorised in writing in this be 
half by any such Government as aforesaid or by a 
Chief Commissioner , 


3 . The Central Government or any person autho- Powor tolvo 
rised in this behalf by the Central Government by Urooblons la 
notification in the official Gazette may , by general or regard to the 
special order , dircot any railway administration 

transport of goods 

by railway . 
(a ) to give special facilities or proforenoe for the 
transport of any of the goods specifiod in the second 
column of tho Schedule , subjeot to compliance with 
the conditions , if any , set out in the corresponding 
entry in the third column of the Schodule , or 

(b ) to rofuse to carry such goods or classes of goods 
as may be specified in the ordor, either absolutely or 
between places no specified . 


4 . Notwithstanding anything to the contrary Diroobions to be 
IX of 1890 . contained in whe Indian Railways Act , 1890 , every complied with 

railway administiution shall be bound to comply with 
any direction given to it under section 3 . 


5 . No suit or other legal proceedings shall lie Proteotion of 
against tho Crown or any railway administration or aotlon takon 
any person for any damage caused oi likely to be caused 
in consequence of any direction issued under scction 
3 or of the compliance of any railway administration 
therewith , nor shall any railway administration havo 

any liability , whether undor the Indian Railways Act, 
IX of 1890 . 1870 , or otherwiso, by reason only of its complianoe 

with any such direction 


6 . The Central Govorime it may from time to timo Power to mondo 
by notification in the official Gazette amend the Sche. Sphedulo. 
dule so as to i .clude thorei goods of other derriptio s 
or exclude therefrom goods of a y desrription or vary 
in reapcot of any description of goods tho oor ditions set 
out in the third column of the Bohedulo ; ad thore 
upon the Sohedule shall have eff ot as if it had beer , 
180 endoted , 
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THE SCHEDULE 

( See section 3) 


Berlal 
No. 


Desoription of goods 


Conditions for special transport 

faollities or preferonco 


i 


Btorou ( including medical stores ) for relief in 

timos of famine or other emergenoy , 


When transport is sponsored . 


+ Military or police stores and oquipment 


Ditto. 


• Railway material and stored 


, 


. 


Nil . 


4 Hatorial and storex of thọ Posts and Telegraph , 

Department . 


Nil. 


5 Gralng and pulsee , wheat produoto and flour Whon transport to sponsored or whop 

of other graing and pulsos , gheo , butter, the goods aro consigned to railway 
cooking fats and ediblo vegetable oils, salt grain Rhopo . 
(other than hide Balt ), nugar, gur and jagres , 
oopra and oooonut. 


Empty gunnies and other food oontainers , 


Ditto, and oithor whon now or on return 

to filling centres . 


7 Oll-goods and ground nuta , usod in the manu - When transport in sponsorod . 

fnoturo of edible oils . 


NIZ 


1 Cotton or woollon piacogoods, blankota , twlat 

und yarn . 


No 


• 


The following fudla, namely 
(a ) Coal and coko . 
(6) Firowood and charcoal . 


. 
. 


. 
. 


. Whon despatohod from colliorien. 
. Whon transport is sponsorod . 

When consigned by oil companion 


10 Potroleum and potroloum products 


. 


11 Empty oontainers for potroloum and potro . Boing now , when consigned to or by on 
lour producto 

ooropanies , or being used , whon 
roturned to olloompanies for rafllla 


12 Cattle food , cattle fodder and manure 


13 


Iron and steel . 


. 


. 


. 


. 


When transport is sponsored . 
. When consigned from iron of atool 

worko. 


14 


Cement 


. 


. 


. 


. 


. 


. 


. Whọn consigned from oemont factorlos . 


18 Paper , Inoluding nownprint 


When transport is sponsorod or when 

consigned from paper millo . 


18 Mioa 


. 


. 


. 


. 


. 


. 


. When consigned from mtoa minon . 
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in 


The following Bill was introduced in the Legislative Assembly on the 
February, 1947 :--- 

L . A . Bill No. 28 of 1947 
A Bill to provide for the continuance of certain provisions of th 

Defence of India Rules relating to the control of trading with the 
enemy and enemy firms and the custody of enemy property . 


WHÁREAS it is expodient to provide for the continuanoe of 
certain provisions of the Defenoo of India Rulce relating to tho 
gontrol of trading with the enemy and enemy firms and the cus . 
tody of onemy proporty ; 

It is hereby onastod as follows : 


ment . 


1 . ( 1 ) This Act may bo called the Trading with the Enemy short title, arhead 
( Continuance of Emorgency Provisions ) Act, 1947 . 

And many 
(2 ) It extends to the whole of British India , and applies also meat. 
10 British Aubjects and servants of the Crown in any part of India , 
and to British subjects who are domiciled in any part of India , 
wherever they may be. 

( 3 ) It shall como into force on the 28th day of March , 1947 . 

8 . ( 1) Notwithstanding the expiry of the Defence of India Continuance of 
Aot, 1939 , and the Emergonoy Provisions ( Continuanoo ) certain morgoney 

provisionn. 
Ordinanco, 1946 -- 
( a ) the provisions of tho Defence of India Rules mentioned IXXV of 1088 . 
in the first column of the Schedule to this Act shall con - y 

XX of 1046. 
tinue in force , and shall havo effect subject to the modi 

fications specified in the nooond column thereof ; 
(6 ) any order or other instrument made or doomed to be made 

undur or in pursuance of any of the said provisions and 
in forco immdiately before the commenoement of this 
Aot shall continue in forco 80 far AB consistent 
with the provisions as continued in forco by this section 
and be deemed to be made under or in pursuanoo of the 

provisions so continued in force . 
( 2 ) The references in sub - section ( 1 ) to the Defenoe of India 
Rules shall bo construed as refcrences to those Rules as modifiod 
and continued in force hy the Emergency Provisions ( Continuanoe ) 
Ordinance , 1946 . 


8 . The provisions of the Defenoe of India Rules as continued Effoot of rules, 
in force by section 2 And all orders made or doomed to be made sto. inconsistent 
under such provisions shall have effect notwithstanding anything with other 

enactments 
inconsistent there with contained in any onactment other than 
this Aot or in any instrument having effect by virtu o envy 101 
actmont other than this Act . 


4 . ( 1) The Central Government may hy order direct that Deler 
any power or duty which by or under any of the provisions as con 
tinued in force hy scotion 2 is conſurred or imposed upon the 
Contral Govorimont, shall , in such oiroumstances and under such 
conditions , if any, an may be specified in the direction , bo exercised 
or dischargod by any officer or authority subordinate to that 
Government or by any other authority . 


1978 
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Savings a 
orden . 


I of 1872 . 


(2 ) All ordors delegating any power or duty conferred of 
imposed by any of the provisions continued in force by gootion 2 
me do by the Central Government beforo the Commonooment of 
this Act and in force immediately before such commencement, 
shall continue in force and bo deemed to be made by the Central 
Governmont under this sootion . 

6 . (1) No order made or deemed to be made in exeroise of 
any power conferred by or under any of tho provisions continued 
in force by section 2 shall be called in question in any court . 

( 2) Where an order purports to have been made and signed 
by any authority in exercise of any power conferred by or under 
any of the afcr said provisions , « court shall , within the mean . 
ing of the Indian Evidence Act, 1872 , presume that such order 
Was so made by that authority , 

6. ( 1) No suit , prosecution or other logal proceeding shall 
lio against any person for anything which is in good faith dono 
or intended to be done in pursuance of any of the provisions con 
tinuod in force by section 2 or any order made or deemed to be 
made thoreunder. 

( 2) No suit or other legal proceeding shall lio against the 
Crown for any damage caused or likoly to be caused by anything 
in good faith dono or intended to be done in pursuance of any of 
the provisions continuerl in force by section 2 or any ordor mado 
or deemed to be made thereunder . 


Protootion of 
4otion takom 
under rules . 


THE SCHEDULE 


( See section 2 ) 


Provisions of the Defence of India Rulos continuod in force 


Number and titlo of Rulo 


Modification " 


1 ,- - Short title , . 
9 , - Definition , 

, , , Olouse ( 1 ) xhall be 

omitted 
8 . - Interpretation . . . . . . Sub -rule (3 ) shall be 

omitted . 
4 . - Baving 
0 .- Non - compllango with these ruler or order 

made thereundor . 
07.- Definition , 
98 . – Prohibition of trading with the enemy , 
90 . - Control of righta , eto ., in respect of trading 

vith the enemy. 
100 .- - Power to appoint Controllera, eto ., of Enemy 

Trading . 
100A .- - Powors of Controllers , eto., of Enemy Trad 

ing . 
101A .- Pobalty for failure to oomply with orders of 

Controllery , eto . 
108 . - - Definitions , 
104. - Prohibition of trade with onomy Arman and 

purchase of enemy otrronoy . 
10% .- Powor to appoint Controlloro, oto ., of enemy 

drms, 
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Numbor and title of Rule . 


Modification 


100 . - -Powers of Controllera , eto., of enemy firms . 
108 . - - Penolty for fuilure to comply with orders of 

Vontrollers , etc . 
110 . --Contracts with enemy Arms , , 
111. — Transfer of property to or by enemy firms . 
113A . - Powor to carry on business of eneiny firms . 
114 .- - Collection of dobte of oneiny firms and oustody 

of proporty . 
114A . - - Power to control and wind up certain busi 

nosa . 
117 . - Fulde statoinente . 
117 . A - Potvor to roquire production of books , eto . . 
121 . – Attempto , eto , to contraveno rules . . 
122. - Offonoos by corporations . . . 
123A , -- Burden of proof in certain ca9e8 
130 . - Oognizance of oontraventions of the rulea , eto . Sub - rules ( 3 ) and 

( 4 ) ghall be omitted , 


STATEMENT OF OBJECTS AND REASONS 


The Bill seeks to provide for the continuance of the special powers enjoyed 
by tho Government of India upto the 30th September 1946 undor Parts XV and 
XVI of the Defonce of India Rules and thereafter continued for a poriod of six months 
by mouns of the Emergency Powers (Continuanoo ) Ordinance , 1946 . Although 
hostilities ceased long ago , it will continue to be obligatory on the Government 
of India to maintain the general prohibition against trading with enemies until 
Peace Treatios are signod . Similarly , it will be their responsibility to continue to 
look after the property of the onomy firms Vested in the Custodian of Enemy 
Property until it is liquidated or roleased . For those purposce it is sought to keep 
alivo most of the provisions of the Defence of India Rules relating to the ban on 
trade with onemies , the control over enemy firms and the custody of onomy 
property . 


Doremod . Simrad promitinuo 


NEW DELHI, 
The 1311 February , 1947, 


ISMAIL I. CHUNDRIGAR 


M . N . KAUL , 
Secy , to the Govt. of India . 


